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We have audlted the accompanymg statement of. ﬁnancral condmon of I ackson Fmanc1al
. .Group, Inic. (an Illmors corporation) as.of December 31, 2006, and the related statements
-:' - of income, changes in. ownership equity, changes in liabilities subordmated to cla1ms of
general creditors, and cash flows for the year then ended.” ‘These financial statements ‘are -
the respon51b111ty of the ‘Company’ s: management Our responsnblhty is to express an’

opm1on on these ﬁnanc1a1 statements based on our audlt LS
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We conducted our audlt 1n accordance wrth U S generally accepted audltmg standards

. . Those standards. requlre that we: plan ‘and’ perform- the. audit to. obtain reasonable
¢, dssurance: that the financ1al statements are free of ‘material ‘misstatemeént. .. An audit”
e includes’ examining, on a test basrs evidence. supportmg the' amounts and disclosures in
. the financial statements. ‘An’ audlt also includes assessing the accounting prmcnples used .
~7., -and 51gn1ﬁcant estlmates rnade by management,-as well as evaluating the overall financial
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" In our opmlon the ﬁnancral staternents referred to. above present - fatrly, in all: matenal
e respects the financial, condrtlon of Jackson Fmancml Group, Inc.-as of December 31
©2006,-and:the results’ ‘of its operations and its cash: flows for the year ended in conforrnlty ‘-

w1thUS generally accepted accountmg prmcrples ~j_- ) ST e e T

L Our audlt was COnducted for the purpose ‘of formmg an’ oplmon on the basw ﬁnancral

statements taken as a- whole . The mformatlon contained oh ‘pages - 13: through 17.1s -
presented for the, purposes of addttlonal analy51s and-is not a.required part of the basic .
financial statements, but is supplementary information requ1red by rule:17a-5. of the
“Securities *and Excharige Commission. - «Such’ mforrnatton has_ been’ subjected to_the’.

' audltmg procedures applled in the audit of the basic financial statements ‘and, in-our
. Opinion; is. falrly stated inall matenal respects n relatron to.the basm ﬁnancral statements

takenasawhole T ' T
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statement presentatton We beheve that our audlt pr0v1des a reasonable bams for our .
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P . . . . - AT

. o R . . L .

. . L - " . . .

. . ' e . -

- - + . - 5
v . . . .

s
-

b, Fromallothertradlng S EL e e TP e -, 328,156

3948

3850

..~ ¢, Total'gain (foss) oL Dol A e e - 193,087
Gains’ or losses on ﬂrm secuntles mvestmentaccounts R S LT e

3952

3955

" Profit (loss) from. underwntlng and sellrng groups o 1
_Revenuefrom sale of lnvestment company shares e S

3970 |

3990 |,

.;_'Fees for account supervrsron lnvestment company shares , R

3975

Otherrevenue ET e T VioL e - 579,403

3995 |

3

4

.S
- B COmmodltlesrevenue I T -‘_-:E '-_‘ oot 115,352

8

9

0. -Totalrevenue Tl -_" A A . -7 B87,842
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‘0. Salanes and other empIOyment costs for general partners and votmg stockholder off $

4030.

4120 |

“11, Otheremployeecompensatronandbenefts e T e R

4115

4140

12. Commrssrons pard to other broker—dealers T s R T - 70;338

Ty

-t

4075 )

- 13.Inlerest expense - - | : R R T L et e 163,442
 "a. Inclides interest on accounts sub)ect to subordlna - - |ao70] " T
44, Regulatory fees and expenses oA L L8 e 77,016
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4185
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4200

NETINCOME . 5". SR -;,' e

’ 4 O ' oo

1’5 Otherexpenses A U L B T ‘. +'228,150 |'4100
16 To_lalexpenses,, o R ' AT el et -8 . . -538,946
T - :_'_ . ‘ L - ‘t ) o e . .\, ‘l . - .. ,..:. o .ryj .;-

4210

17 Netincome (loss) before Federal Income taxes and |tems below (|tem 9 Iess :tem 16 $ T 348,896

4220 -

o 18. Provrsron for Federal Income taxes (for parentonly).  ~ 'M ) O
" 19. Equity in earntngs (tosses) of uncomsolldated subsndlarres not rncluded above '

4222 |

r

;e After Federal income taxes of T o il S ]423@]

20 _Extraordinary galns (losses) B sl .‘ o
-~ a. After Federal income taxes of L [423J RIS
21, Cumulatwe “effect of changes in accounting pnnclples ' o

4225

-

4230 |

22 Net income (loss) after Federal income taxes and: extraordlnaryrtems IR $ ‘l .7 - 348,896

MONTHLYINCOME ;"ﬂ'~ ;; i“w-l txth :r,-rfif‘i-ﬁ e B

.

3 4211

23 lncome (current month only) before pI’OVlSIon for Federal mcome taxes and extraord|$ R ; 19,982
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‘ I . -.1, :-' | FINANCIAL AND OPERATIONAL comamsn UNIFORM SINGLE REPORT L
S o T PARTIA, "~ v
l A BROKER OR DEALER JACKSON FINANClAL GROUP INC o

01!01/06

.12/31/06 ... "

?’, SRR . TO CLAIMS OF GENERAL CREDITORS NS

“4200-| .

l L '.5 R '_ EN Forthepenod (MMDDY‘ ,'to'
o T e STATEMENT OF CHANGES IN OWNERSHIP EQUITY. . ’i T

I T : (SOLE PROPRlETORSHIP PARTNERSHIP OR CORPORATION))

o 1 _Balance beg:nmng of perlod RN o . .\j‘_, " ~.".‘ . ot $ .. 4352 752 4240
I _ . A’Netingome (10ss) LT / S " .348,896 | 4250
a kN . B Addmons (Includes ron- conformlng capttal of 5/ " 4262 |) . T L ]-4260
NI C Deductlons (Includes n0n-conform|ng cap|tal of ' ' 4272 Y. . "(50,000)] 4270°
I . 2 Ba!énée; end pf|p:3ric_>d ‘{From itEm 1800) . , oy v $ - - 4,651,648

' o STATEMENT OF GHANGES IN LIABILITIES SUBORDINATED o

4300

‘3 Balance begmnmg ofpenod ‘, '." . ." . ) .

~A !ncreases LR . SO s A . .
v, SR S ‘s--.“l . . ._- o, N R “_-“

BDecreases R TR TR O B P P T e e
+ - ) ., , 'r M '- i 3 -“ ) “A- - .’ ) o . ‘l -', - .""-' ‘.‘l _‘ .AJ ’

4330 | :

'gf.:'Bala‘hc'ef end of period (From tarn 3520) ™" L P o T 0 e 8

. o T.he accompanylng notes’ are an mtegral L : L e "
ey T T part of these. financial statements e T
T S T D

. .o
. : N
; [ L . . - B -t . . . ‘
- ST s e . i . Y v . :
~ b - 4 . . - L
N N . ! L R ~ s * -
" . + N - . ¥ O 4 . - 'y ]
. B ! \ . = l -
- 1 £ : - v "
v - .
. H i F ' ¥ ’ * -
- o R . 1 "~ . L) - =
S PR
° ’ s . - -k l- - v -
. - - = L3
Lo . a * e r, .
Lo . ’ | . - -
N . - o L e ' i M :
P - . R . A - .
- . & . A . o o
: . N . - v . N
. : ' . . i ! AR
. H B * 5 3 4, + - . 1 H 1
S . T . p ; . \
. .
: . - . i
SRR st . ' N . - . .. ' 3
' - 5 o~ - - M
. ’ 2. A Vo,
L T L . . . .
Ml { ¢
- . - . i - ¥ 'y *
.-t ~ . =
P - 1 -
.- . Loor - L3
L N - . - : , A
Lot ~ s, ‘ & ) .- . - . - .
. e -
. > ' + ¢
E . - -4 -
. T 3 .
. : ) s~ - ¥, ! PR
e . : ’ e
- ¥ o . . ' - 4 ,
. . » > * - - - )
. . - - ' . \
. B v -~ T _ - ‘. T
ol - “ ' . " A - . i -
‘- ; o . i R
S . .. . L . !
- - o . ’ eh !
. . - R . E - L . : - ~ . -
- . H . ' . . . - - .
. N . - . 2 P
v . £y . . - L - .
e i Lo - r kS B -
L. s L. - N . s
DO . ' Y ‘- N R
r . . . . .
' - . A I N ¥
d . T . 1 - ;
. . . . . i . K - ' .
- < N . ~
) . PO . P - . . -
- - ¥ . : :
T e - e .
< . .
. DA \ ~ R * Tl
, St . " - . Ty
. Lo LY 4
. K . » ! ¥ ':‘
" .. . . P
l g ! - i "
A - N W ;
. ' - . B g . -
. -, . I .
i
! vl . + ' ¥ .
B ' 1 .
. . . ) N " -

K
.
v
v
A
t
-
N
.l.

Ta310]. .
P




“
. o . " . P

B

L. - . . - . . - rl - [ .-
T - - * - ! - e
R : - . , [ - Pa—
S A e el 1 vt - -
. FEN . - Cap o " -

s - L o L] 4 .
. 5 g " _(.' 2y ’ 5 ’ e . : t
) 2 . JACKSON FINANCIAL GROUP INC Y ; : S
e e STATEMENT OF, CASH FLOWS ;‘, S b :
T e | FORTHE YEAR ENDED DECEMBER 31, 2006 L b el
-~ s ‘ RS :’I . : i ‘.'.:. ’ t;r‘ " ;; : 'j
L -0 AR .- \':‘ ot ': N '-;' l‘ - . N . X ,_‘5‘ :‘71' . ’ :
‘CASH PRQ_VtDED"B_.Y OPERATING ACTIVITIES:. " .= .7 ’ B B IR s
_Net. 1ncome ":" T " T ,' Sl “'EE v Lo $ -7 348,896
' Adjustments to reconclle net mcome to net cash o )
prowded by operatlng activiies . . ., - . 7 N . > Lot :
(Increase)/decrease in° assets o T T
~ Depreciation - St e vt 2,878 -
. Réceivable from brokers or dealers ctearance Thoh . s -, - 198,879 .

CL Recewables ffom brokers or dealers-other co Tl ST .(27,06_3). Lo
Lo Secuntes and. spot commodlttes owned - A ot s Ly
R Optlons ST e T ey o g 193519 o -

RN ".Securities”+ - ';". SR T e Pl {1,302,506) . '
LA “Other assets| 5 B s T T R 1,318,930 .7

S .. = Cash adjustment BRIt T AU R AT 339 .

. _TIncreasel(decrease) in I:abtlmes IR T e D e R
J# .7 Securities ‘sold not yet purchased ’ X R ' e S f_ (276 487) R

Accounts payable and accrued expenses v T SO S AR S 16 718,
S Netcash from operatlons . IR R P A '474,103‘ S
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A S The accompanymg notes are an rntegral N
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__CASHATENDOFPERIOD T T R LT
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— et

CASHAPPLIEDTO lNVESTINGACTlVlTIES ".'x. T e o
. _."_‘ '_-‘;,.. .r(rt_l..f (761)“

:’i.'" . Purchase of ﬁxed assets e e
'\'h “ Net cash applled to tnvesttng actltnés , ; - s i"- ST .;f61
" CASH APPLIEDIPROVIDED T0 FINANCING ACTIVITIES W e % D
SR Member dlstrlbutlons N ‘ R L . .:,(50,0\0_0), )
h .. o ~ Net cash from Fnancmg;. E e , - (50.000)
- ONET tNCREASEI(DECREASE) N CASH L L e L ;'2_123';342 e
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l" _ EREEUIN . ’ e (an Illmors corporatron) {. ‘_‘. SR ’ TR '
IERES B Norels TO THE FINANCIAL STATEMENTS . f..? o f'- S

| FORTHEYEAR ENDED oecémeERm,,zooe '
I “NOTE1- SIGNIF|CANTACCOUNTING POLICIES.' “ , S

"‘.‘.""Jackson Flnanclal Group. Inc ("the Company") is an IIIrnors corporatron formed on September 19 2002 and " i __-‘A e
L commenced operattons on January 1, 2003 The Cémpanyis.a brokerldealer registered with-the Securities-and. .~

Exchange Commrssron and is a member of the Chicago Board of Optrons Exchange and operates under a jointback ..

-
v
»

+

. “office arrangement with PAX Division of. Merrill Lynch Professional Clearing Corporatron (“PAX").-As such, it does not
at \effect transactions-other than with brokers or dealers, effect transactlons in unltsted optrons or. carry customer . | -.; .
BRRUERS accounts “The. Company pnmanly engages in the proprletary tradlng of exchange-traded equrty secuntres equtty '

T o JACKSON FINANCIAL GROUP; mc B R
|
|

o optlons mdex optrons and commodrtres o LI T R -

' 1 Y '_,k" I N B . R r L '-'-’ Coe o i
T Ba5|s ofAccoun’ung ST T "_- oL _; T -:‘__» SRR
-n'.,: F L '--'._,.;" : R L S L B PR PR

The Company s fi nancral statements are’ prepared on the accrual basrs ‘of accountlng, whrch conforms to U S
generally accepted accountlng prrncsples Substanttally all of the Company s assets and Irabrtrttes are carrred at fair = .

t- . - - - - - - . - - -r-“
. . A - - . .
. . - .
. - .

--'
. -

i marketvalue Ce : ‘ B S . S ; Ceo- T ';'"
| 'Cash Egurvalents” e ‘, PRI IS R ;.7,,,." ‘S"'- R ‘,9
;' , For the purposes of the statement of cash ﬂows, the Companys polrcy for defi ining cash equrvalents are certlf" cates of
| ._deposits and'U.S. government obllgattons with an original maturity date, when. acquired by'the Company, of Iess than .
; '~ 90 days and those securities registered | under the Investment Company Act of 1940 which are comprrsed of cash and
other short-term debt mstruments and commonly referred to as money market funds ‘ T?. G RN
. AccountsRecervable vt e '. - ‘ S e j R _". '_' Pl )
.The Company has not accrued an allowance for non collectlb!e recervables because aII trade recervables at year-end
. are cotlected the followrng month Management is of the oprnron that all recervabtes are fuIIy collectrble b L
) " g A 'a" B ,.'-‘.‘-" '-“\". S i I-: B ‘.’.
T Progerty_a..n_q_p_d Equipment 1% "¢ L R T R A
4. D L e L s . . i .- f ' : L

- The cost of property and eqmpment is! deprecrated over.the estlmated useful llves of the re!ated assets Deprecratron -
.has been. computed using both straight-line and.accelerated. methods. The eccelerated method has been used for tax
'. reportlng purposes Deprecratlon computed under. U.s: generally accepted accountlng prlncrples do not dn"fer N

materially.. - o L ohe o e o T e

- ..

" Total cost of property and equrpment at December 31 2006 was $11 670 w1th the related accumulated deprecatton ‘ ‘
,"., totaltng$11050 R “e _ Lo e o St e

B Accountrng Estlmates R T S TR T ’
oL Tl ® . ~ - rh . R WY )
- . A, M ' . ’ ‘ . . - N

The preparatron of fi nancral statements in conformrty wrth u. S generally accepted accountrng prrncrples requrres e I
B management to' make estrmates and assumptions that affect the reported amounts of assets and liabilities and - ’ Lo
disclosure of contingent assets and liabilities at the date of the financial statements and reported amounts of revenues = i

I 0

and expenses durmg the reported penod Actual results could drffer from’ those estrmates PR PO S VU

. - L P e e 1
I R . DR T 4 . .

B ConcentratronofCredrthsk 0 - E v ‘- R ',_'-‘i_-‘_ R .
1 — '. ' 4 ,,_r.,.' s o e e B .~k_‘

The Company matntarns its’ cash in bank deposrts whrch at times’ may exceed federally msured llmlts of $100 000 At e
December 31, 2006, the Company S cash in-bank deposits d|d not exceed federally tnsured lrmrts “The. company does '

not belleve its- cash balancesareatsubstantralcredrtrrsk f T A
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l denvatrves held dunng 2006 Lo T e e D ch _, N . ‘_;'
A S " ‘f-’,_ : Qecember31 -Averageduring PEEEREES "_' T .
4 _. '. i _‘.‘ .. — . LI Al N ‘2006 ._ -7', " ’ 2006 . _._,‘ - -' .‘ P z
l ,Equnyand |ndexoptronsassets e 8 827»,030 : ' $-923790° 7 - . . -l S
) Equrty and rndex optrons Irabrlrtles Lo 3129822 .- - _1,'(69,341 .'“ e TR e
'l . N 5 K Fr - o - ".l',.-r..'. ‘ . “ ' e r' . -. . ': ’.:. ._ .’ __-‘l-'.’ -"J.-. iy \," .
NOTESi-FINANClAL INSTRUMENTS WITH OFF BALANCE SHEET RISK o { T BT

kS

.. instruments held for trading'as of December 31 2006 as well as the approxrmate quarterly average fair values of

. ®, . .
- . ' i . . LR . - ,
T R w - -, r PR N\ . + R * e

PR - - -
. Lo . Y .

NOTE2 SECURITIESTRANSACTIONS T B TP A P S P

‘e
¥

Proprretary secuntres transactrons in regular-way trades are recorded on the trade date as rf they had settled Proﬂt
and loss afising from ‘all securities transactions. entered into for the accourit and risk of the Company are recorded ona
trade date basis. Commissions and related clearrng expenses are recorded on a trade-date basis as securltres '
transactlons occur. , The drfference between trade date and settlement date accountrng is not' material to the

- Company’s fi nanmal posrtlon ‘at December 3; 2006 nor matenal to the results of its operatlons for the penod then = _
ended All marketable secuntres are marked-to market and carrled at farr market value. - . - B - o

a . “-- - LI ' T

Amounts recelvable and payable for securrtres transactrons that have not reached therr contractual settlement date are

recorded net on the statement of financial condrtron cem L - N l' .

. 1 |
. r roea - ,.{a_ — L s “r . T
-

: Under SFAS 115 securrtres that are- bought and held prrnclpally for the purpose of selllng them in the near term (thus o

_held only for a short time) are classn‘ ed-as trading securitigs. Tradirg generally. reﬂects active and frequent buyrng
“and sellmg, and trading, securities are generally used with the objective of generatrng prof its on the short-term -
drfferences in pnce The Company classrf jes all securrtres as tradrng securrtres RRE -

NOTE 3- RECEIVABLE FROM AND PAYABLE TO BROKERS oa DEALERS R

"~

¢ Nl

T » L

Amounts recervable from and payable to brokers and dealers at December 31 2006 consrst of the followrng

.‘<\.': . i . .
PR

___._,_.____._..—-—- ) .
s. - - . ' - - *E 3
. - L - + N A
Ry -~ . N e - ah : T

Derrvatrves used for economrc hedglng purposes include purchased optlons Unrealrzed galns or losses on these "L
denvatrve contracts areé recognized currently’in the statement of income as tradrng revenues: The Company does not -
" apply hedge accounting as defined in FASB Statement No."133, Accounlrng for Derivative Instruments and Hedgmg ‘
-Activities, as all financial instruments are’ marked to’ market with changes in fair values reﬂected inearnings.:" - -

. Theréfore, the drsclosures reqwred in paragraphs 44 and 45 of the Statement are generally not appltcable wrth respect

P

tothesefnancralrnstruments Lo e el . . L v T

.- . . . . -,
e - A I

Premrums and unrealized gams and losses for written.and purchased option contracts are’ recognrzed grossin the
statement of financial condition. ‘The: followrng table discloses the approximate fair values of derrvatlve financial -

In the normal course “of busmess the Company engages in tradrng activities. In connectlon wrth these actrvrtles .
. unsettled trades and ‘sales of securities not yet ‘purchased may expose the Company to off-balance sheet credit. risk as .

-+

- a result of. market’ ﬂuotuatrons The Company enters into various transactions mvolvlng derrvatrves and other off- -
. ‘balance sheet fi nancral mstruments These financial instruments inciude exchange-traded optrons and securltles
purchased and sold on a when-issued basis (when-issued securrtres) These derivative fi naricial instruments aré used
‘to conduct tradrng actrvutres. and manage market rrsks and’ are therefore sub]ect to varyrng degrees of market and ‘

L (AL
P K - v ' P PR ST . - s . i - . " .
. - . Co . - - -,_~. . S o At . | .
. - - .t T - . [

T, . . L R R - .
\ R , - T R . e - .ty . . ST -
. : Lo ; ’ - ' Aot R oot ' T s LRI ' -
. . f + - fe - 5 o . PR R T PR -t
- - ) . : . .

o " ., AP ', R " Recervable . Pavabl I -
" coe. ',_4' Duefromcleanngf‘rm clearance B 54273313 L 5-- : 0 e 'j. .' C

: . LT Duetromcleanngfnn other e 56,246 36.987. vl
U T ol e - AL uea_z Fa
NOTE4 FINANCIAL INSTRUMENTS S ‘, = & - _: ‘_ LN

Derrvatlve fi nancral mstruments used for tradmg purposes prlncrpally exchange-traded optlons are carned at quoted -
; marketvalue' BT AN Gl e . o

B ;1 Fanr value of optrons contracts are recorded in securities owned or secuntres sold not yet purchased as appropnate -."_, . '

'
o
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" credit risk. Derivative transactions are etered:into for trading purposes or to'econdmically hedge other positions of
.- transagtions. . T - L T P S

When-issued securities provide for.the delayed delivery of the undeérlying instrument. As a writer of options, the . " - .
Company receives a premium in.exchange for,giving the counterpart the right to buy or sell the security at'a future date ...

 at a contracted price” Thé contractual 6r.notional arhounts related-to these financial instruments reflect the volume'and

 activity, but do notreflect the amounts at risk. The credit risk for options and when-issued securities islimitéd to the -« -

.  unrealized market valuation gains recorded in the statement of financial condition. Market risk’is substantialiy:

" dependent upon.the value of the'underlying financial instruments.and is affected by market forces such as volatility . '

. and changes in iriterest and foreign exchange rates.  ~*. -+ 0 & S

-

-

" In addition, the Company has sold securities that it does not Gurrentiy own and will therefore bé obligated to purchase
. such seclirities at a future date. The Company has fecorded these obligations in the financial statements.at December ~ .

31,2006, at market values of the related securities, and will incur a toss if the market value of the securities increases
", " subsequent to December 31, 2006. . .- N T i e A

_The Company's trading activities are transacted.on a cash basis. In connection with these act
. “executés transactions involving.the sale of securities not yet.purchased. Such transactions may expose the Company " - -
- ““to significant off-balance-sheet risk in the event capital reserves are not sufficient to. fully cover losses that may incur. +"
. The Company seeks.to control the risks associated with.its trading activities by monitoring trading markets daily. I’ L
..+ addition, the Company establishes credit limits for such activilies and monitors compliance on a daily basis. s

P S

-

Concentrations of Credit Risk~ '« ™" -7 . L LI

" The Cbﬁ'lba‘myfi‘s‘*éng'aged in various trading éifid b_rpke{ége éctiviiieg with counter parties, primarily, broker/dealers. “in - . -
.- - the event counter parties do not fulfill their obligations, the Company may be exposed to risk. The risk of defauit I
.- ‘depends on the creditworthiness of the counter party or issuer.of the instrument._ Itis the Qompany‘s policy to review, -

: - -as necessary, the credit standing of each counter party: IV el e LA Lo

- j o e A st . ".." . ) u’_", —“.7' - te 7.'--"\“ i Lo e 1 - .
* NOTE 6 NET CAPITAL REQUIREMENTS' . . » . = - " =& . e o Tl s
| 1Al December: 37, 2006, the Company's net capital as f:orﬁputed pursuant 1o the rules of the Chicago Board of Options *

. - Exchange was.$4,223,880 which was'$4,123,880 more than the minimum net capital requirement of $100,000. - . i* -

. U NOTE7-INCOMETAXES - - “ih 0 i . o 0 0 e T R
.= - - o, > . L ‘- Lot ) 'T":-.,' PR R Lo L w-.

" The Company fias. elected to be taxed as an S:Corporation; therefore, the income or loss of the Corpany flows ™

" directly to the shareholders and any income tax consequences are reportable in the.income tax returns of the
S shareholders.” .t .o tuoT o DN T
" ..NOTE:8 - OPERATING LEASES ', S S K S

+,.The Company leases its office'on a month-to-month basis. Office lease éxpe'né.“é ‘totaled $48,000 for the year ended -
- Y D‘ecembe':31' ‘20106 «: ) L __,' ‘:‘ l . 7_1. PR .‘_.'-- .;.'I.“ ‘.'- .“ _"," . I ‘.r‘:. o, .- L. E A

... The agreement provides for termination upon sixty days notice by either party.: The fiiture minimum payments under . -
. this agreement for ;he._year'énding Decer’r_'\be'r 31,2006 are $8,000. T R N

AR e [ e Loy
2 . . nl R - ;L

© U NGTES—GCOMMONSTOCK . . ... %o - o0 o Tal T

AN

'

N oo T . ) - o, L oL o
-7 Authorized and issued  -- .. 2,000 A A
C o Refired < WL 000 T s e T

.¢-- Total common stock of the company as of Dec’ember!31,2_006 is\as_ follows: .. «:.7 o o o7 S

Issued and.outstanding - ".1,000 .~ B L N -

¢ . NOTEA0- INVESTMENT IN.CLEARING COMPANY. .7~ -7 1. 7 it . o .
S v S S L L L T e R

" The Coingany has Jaint Back Office (JBO") clearing agreément with PAX Divisior of Merril Lych Profession Clearing -
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"+ Corporation ("PAX). The agreement allows JBO participants to receive favorable margin treatment as compared to”. . -
© . rthe full customer margin requirements of Regulation T: As part of this agreement, the Company has invested $50,000.

"7 inaPAXpartnership interest. The Company’s investment in PAX'is réflected in “Sécurities and/or-other.investments”
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‘in the statement of fi nanmal condttlon This lnvestment is carrted at cost and under the agreement would be returned
to the Company in the event the JBO arrangement is termmated Iess any accrued costs or expenses "
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N on the Statement of Fmancnal Posmon at cost of. $365 000
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NOTE 12 OTHER REVENUE AND EXPENSES
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e L Communlcatlon ‘and data costs
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. The Company malntatns a membershlp seat on the Chlcago Board of Optrons Exchange ( Exchange") that is carned
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i‘.' S “ ‘ FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT ’ .
B B . . - i ART na s . ) .
BROKEROR DEALER JACKSON FINANCIAL GROUP INC . asof 123108 < o1y
l.' R i - o compumnou OF NETCAPITAL SRR e
. . e I . P T L._' ST e
kB '_1.~ Totat ownersh:p equntyfrom Statement of Flnanmal Condmon R, R £ -+ "4,651,648.| 3480
‘B’ 2. Deduct ownershlp equity not allowable for Net Capital . .- : o T RIS N -
. 3 Total ownershnp equity qualtﬁed for Net Capltal B , " . 4,651,648] 3500] -
) 4l Add o n ‘ GO e s s T T S
l LA Llabtlmes subordtnated to clalms of general credlters allowable in computauon of net capital o e -1 13520 y
- - .B..Other (deducuons)orallowable credits (List): L T ey e S - [as2s]
o " 5. Totalcapttal and allowable subordanated habnlmes "_ P A' PTL PR o % o 465 ,648] 3530 -
N A Deduct:onsand!orcharges T s L S I
| l “A. Total nonallowable assets frorn Statement of ananmal Condmon (NotesB. . - 427,768 | 35401~ s .oty
. ..uB Secured demand note deficiency . LT -7 - 13590 . i
AP o Commodntyfuturescontractsc e TR G TR 3 P
l '-‘: propnatarycapltal charges' . ore.. i . T 3600| - e >
@ D.Other deductions and/or charges L ," ) ". R . 3610 © (427,768)| 3620
i Olher additions and/or aliowable credits (List). N c . - 3. .- 3630
f l 8 Net capital before haircuts on securities pos:tsons - L ':‘:\ : ' 4,223,880 i3640
B 9. Haircuts on'securities (computed where appltcable F . E AT l PR
R pursuantto15c3 10); S . Vot L c -
| .. A Contractual securities commltments N S TR 7 |3es0] - - -
'. " B. Subordlnated securities borrowings - & 1 D e R \ ..} 3670] ,"-'h . , ,‘:_’.
- _C: Trading and tnvestment securities: I T L v I AR o -
BN 1 Exemptad secunt:es R S | , 13735 oo oot i
l & -2, Debtsecuries ;T UL, A T 3733 o RLE et
' : ‘.3 Options - v T S T j 3730l ot T T L
- “‘, 4 Othersecuriies .~ % .t T, ey [3734| - ST
. <., D.Undue Concentrataom RO N T S -
l_ _E Other {Llst) Loss To Convert : -y oL 3736| % .. 2-0]3740
- 10 NetCapttal S , Tl A - N 4,223,880 | 3750 .
- . ’ . - . P T . . 3 _‘_';‘ . ‘.-. s q.*. N
. R NON ALLOWABLEASSETS LINE 55 _ DU oo S
P I INVESTMENT-IN BROKER-DEALER s . 6, 000. """ T T ‘ -
R ;' MEMBERSHIP IN EXCHANGES - ': 365000 . ... ‘ _ .y
- e PROPERTY FURNITURE AND EQUIPMENT' .« 620 2 e et ol
' - OTHERASSETS gt T P 12,1480 T,
W e St el E aamges v T Tt T
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.s.. - :. -on . . . - N _5 :lr. PR < P , fl ,(.‘t L4 ‘. ‘. .
l % " . ] - » . -;‘:’ -\_ M N L : Y .
L : Do ’ ’, . . : v B Lt , .
- N . " . - e K LT e - ) P . . 4 ’-4 .‘. o
tl,. 1, N s - L "‘.. < ot . " .;, . . ‘ - - R _ " L
.y : P oL ) ‘“' e : e N VL
" e . P N : o . e -II . A , R - ‘_;“ L =
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R FINANCIALAND OPERATIONALCOMBINED UNIFORM SINGLE REPORT e
T L L W T PARTIIA N , IR

. BROKER OR ‘D'EALER : JACKSON FINANCIAL GROUP INC asOf = zsos L |

SR COMPUTATIONOF BASIC NETCAPITALREQUIREMENT T e
. - « oyt _\, A A .“‘ ;...-'_,- . T '."- J--.:V‘- "‘._. "_: . . e oo e

g 11, Mlmmum netcapttal requnred (6 2/3% Of Ilne19) R L T S - o 3756|‘_' e
12, Mm:mum doliar het cap:tal requurement of reporting. broker or dealer and mummum net ‘capital requirement o S ;
of subsndlanes computed in"accordance with Note' (A) R U SR PR - ' 100,000 [3758] . . - . o

- =13, Net capttal reqmrement (greater of I|ne 110r12) Lo - ._-.$‘ . 100,000]3760| T

‘14. Excéss net capital. (line 10 less 13) R '_ I AN ’4 123,880 | 3770]

.15, Excess net at 1000% (Ilne 10Iess 10% of line 19) S R '_ - .4,223, 880 3780 - -

-

s COMPUTATION OF AGGREGATE INDEBTEDNESS E

w g 1
w9 P
. By

" 16: TotaIAI Jlabllttles from Statement of Ftnanclal Condltlon ;e SRR v, i [ame0] el
o AToAdd: . e e e e e T :
LA Draftsfortmmedrate credlt IR oo $ e ,|‘3800| s R
© . B. market value of securities borrowed forwhlch noequnvalent Tty e Lo
© . . valueispaidor credited .~ - . - R - {3s10] , '
.. ' C.Other unrecorded amounts(List) ., "~ = . " - - [3s2008( 1383} . - .
. 19. Total aggregate indebtedness "~ . . oL o8 o T ]3840 I,
*. 20. Percentage of aggregate tndebtedness to netcapltal (Ime19/ line {0 - . v . %_- © .000%|3850| . T B
21: Percentage of debt to debt-equ;ty total computednaccordance wnth Rule 15c3 1 (d) j % - - 00/3860]
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tf . COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT SRR

zPARTB T S P R S LU R
’ .1 ¥ S . * ‘ - ‘.‘ '-A" . e ...{ R 2 -

22 2% of comblned aggregate debit items as shown in Formula for Reserve Reqmrements pursuant to Rule
- 15¢3-3 prepared as 6f ‘the date'of the net capital computatlon mcludmg both brokers or dealers R ;
.and consolidated subsidiaries’ debits _ * : S RS | 3870] . - . -
) 23 Minimum dollar net capital requirement of reportlng broker of, dealer and mmrmum net capltal S B Sl
© réquirement of subsidiaries computed in accordance with Note (A : - $ T | 3880} .
24 Net captlal requnrement (greater of line 22.0r 23) feoaL v T S 3renl "

T

A
.

$7
' ‘25. Excess net capital (line 100 less 24y . oo L S ‘$ s -1 ]3910) o
& gﬁ Net-capitalin excess of the greaterof: " . ..~ .. T o I N
et 5% OF COMBINED AGGRETATE DEBIT ITEMS OR $120 000 » $ " | 3920 L . _'r_ E
: i Do - R . s ] v ) L L . o
s o . . - L R . "v. }_‘ 't'(-.‘ '»'. . .r,’-, " ‘. Lt e e . ." . o B o
" PR -et L ., - N ‘...‘, . . l" N S "7'_-.‘11”- --.‘»n

NOTES v ' .l . LI B . ’ . - -‘_ . P . c . - R L , . - :.
(A) "The minimur net capltal requrrernent shou!d be computed by addlng the munnmum do[lar net cepltal requurement A
-of the reporting broker dealer and, for each subsndtary to be consohdated the greater of s . T T

v

- .1.-Minimum.dollar net:capital requuement or oo : . : S oo e
" 2. 6-2/3% of aggregate indebtedness or 4% of aggregate deblts |fa|ternat|ve method is used oo T T e o
(B) ‘Do not deduct the value of securities borrowed under subdrdination agreements or secured. demand note s ,' R
covered by subordlnatlon agreements not in satisfactory form and the market values of membershlps in - LT
exchanges contributed for use of company (contra to item 17400) and panners secunttes whlch were . TR
. rncluded in non-allowable. assets. oo i F
(C) For. reports ‘filed pursuant to paragraph (d) of Rule 17a 5, respondent should provnde a hst of matenal RV
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f.' # T JACKSON FINANGIAL GROUP, NG T
. COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
RS S PERSUANT TO RULE 15¢- 3 S
' R - as! of December 31 2006 .-" . Wil L
o The company d|d not handle any customer cash or securmes dunng the year o : L
e "ended December 31 2006 and does not have any customer accounts -
. M . . ”N J . R ) .. i-* "" --{‘ .:‘i - ¥
. -, .'" l J V 3 1 ‘.. ' ' "
g ﬁ ¢ S : P e N

S ; JACKSON FINANCIAL GROUP.ING. ~+ =7 T
,COMPUTATION FOR DETERMINATION OF PAIB RESERVE REQUIREMENTS
- 'PERSUANT TO RULE 15¢-3 *~ «. . -

';_,' g b .- L S L .
e The Company d|d not handle any proprletary accounts of mtroducmg brokers R
Y during the year ended December 31 2006 and does not have any PAIB '
v -'-,,-_accounts T e D I e T
' . 1 .'; ) . L - _ ’ .l A
<, . ; % N N x . -
‘ e JACKSON FINANCIAL GROUP INC

PR INFORMATION RELATING TO THE POSSESSION OR CONTROL S

Chw. S0 'REQUIREMENTS UNDER RULE15033 e
Lo e t_:.i e UL las ofDecemberSt 2006 _ PR
3 -'-i;r - RS "' “ . ‘ ‘ :, " T T . “ ‘L C ,\-'."‘,‘.':_ ‘.i'-'..’_ o o . }—__w...rl,"' R

: The Company did. not handle any customer cash or secuntles durlng the year ‘
o ended December a1, 2006 and does not have any. customer accounts PRI
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-:"-;INDEPENDENT AUDITORS’ 'REPORT- ON INTERNAL ACCOUNTING CONTROL
o REQUIRED BY THE sacumrras AND EXCHANGE COMMISSION RULE 17a- 5

,‘To the Members NI

"’ Jackson' Fmancral Group, Inc Nt
440 S, LaSalle, Ste. 3450 Ll N

Chlcago IL 60605 L ," .: LT -v U ._-f; AN .~.~:"

w

L In planmng and performmg our audrt of the ﬁnancral statements of Jackson Fmanc1al
’ .Group, Inc. for'the year ended December 31 2006 we, consrdered its 1nternal control*
» - structure, mcludmg procedures for - safeguardlng secunttes ‘in. order to’ determme our:
*- auditing procedures for the purpose of. expressrng our oprmon on. the ﬁnancral statements .

T

VERAJA-SNELLING & COMPANY

-‘.- ’ !

e Certlfied Public Accountants & Business Consultants RIS

e s dammes Cout, Glendale ngms 1L 60139 3206 . Phone (630) 790-4269 Fax: (630) 547-4112 .
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~ and not to prov1de assurance on the 1ntemal control structure G TIi et T

N .

-We. also made a study of the practlces and procedures followed by the Company in

making the penodlc computatrons of- aggregate ‘indebtedness and net capital under- rule .

l?a—3(a) (11) and’ the procedures for. detenmnmg compliance with - the. exemptive . B

_provisions of rulé 15¢3-3."We did-riot review the pract1ces and procedures followed by -

: accepted accountrng pnncrples RO

. the Company n’ making the’ quarterly secuntres ‘examinations, counts, venﬁcatlons, and -
- compansons “and thé recordatlon of drfferences requlred by.rule. l7a-13 or in complymg pyek N
~ -:with the requirements for prompt paymient for securities under section 8 of Regulatlon T
Loeeof the Board of Governors of the Federal Reserve System, because the Company does:not
. carry securlty accounts for customers or- perform custod1a1 functlons relatmg to-customer
C actlvmes A T LR L : ~

e

-

“The- management of the Company is responsrble for estabhshmg and mamtammg ‘an v
.~ internal control structure, and the practlces and procedures referred to.in the precedmg L
" paragraph. .- In fulﬁllmg this responsrbthty, estlmates and judgments by management are.” -
= fequired 0 assess: the rexpected benefits ‘and. ‘related’ costs ‘of internal control’ structure.

pohcres and procedures and, of the practrces and procedures referred to in'the’ precedmg ‘
paragraph and to .assess whéther those practices and procedures can ‘be’ expected to.
_:achieve the. Commrssron S above:mentioned ‘objectives. - - Two. of the objectlves of an’
mtemal contro] structire and the practrces and: procedures are to provrde management;_'. o

“ with reasoniable, .but not absolute assurance- that assets for. which thé Company has ." S
__ responsrbrhty are, safeguarded agarnst logs from unauthorized use or dtsposmon and that .- 2
. ** _transactions are executed'in ‘accordance: with management 'S - authonzatton and. recorded -

properly to perrmt preparatlon of ﬁnanclal statements in- conforrmty wrth U S generally
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Rule l7a-5(g) hsts addmonal objectlves of the practrces and procedures ihsted in: the'
. .'precedmgparagraph T e e
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. Our consrderatlon of the- mtemal control structure would not necessanly dtsclose all

" matters -in. the - mternal control striicture. that might* be. material  weaknesses under_
. standards estabhshed by -the Amencan Instrtute of Certified Public” Accountants.- A
- material weakness is a condition i in whrch the de31gn or. operatlon of the specific mtemal '

‘control structure: -elements does’ not ‘reduce. 16 a relatlvely low level the risk that errors.or

o nregulantres in' amounts’ that would bé ‘material in relation to"the financial statements'.
- being audrted may occur and riot be detected within a trmely penod by employees in. the
" ..normal course of perforrmng therr a551gned functions.
' .:*mvolvmg the 1ntemal control structure that we consrder to be material’ weaknesses as

-:--Ideﬁnedabove I S o ",-“__ LA

L.

Because of mhercnt ltmrtatlons in’ any mtemal control structure or the practlces and )
o '.‘;procedures referred to above errors, or n‘regularltles may occur ‘and not .bé detected:

.. :Also, projection.of any evaluatlon of them to, future periods is subject to the risk that they‘
'.;may become “inadequaté because of changes n condltrons or that the: effecttveness of '
- 'thetr desrgn and operatlon may dctenorate LTI ey '

-

However, we notéd no matters

. We understand that practlces and procedures that accompllsh the ObjeCthCS referred to'in
" the second paragraph of this report are considered by the, Commrssron to be adequate for
- its purposes in accordance with the Secuntres Exchange +Act, of 1934 and related -
' regulatlons and that .practices and procedures that do not accornphsh such objecttves in .

“all material respects indicate a material 1nadequacy for such purposes. : Based on.this -

' 1understandmg and on our. study, ‘we beliéve that the Cornpany s practices and procedures ]

were. adequate at December 31, 2006 10 meet the Commrssron s objectrves '_ IR

I

ThlS report is rntended solely for the use of management the Secuntres and Exchange

Comm1ssron .the Chicago Board Optlons Exchange and other regulatory agencies which' -

usedforanyotherpurpose L e S PEREINS TR
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’ rely on Rule 17a-5(g). under the Secuntles and Exchange Act'of 1934 and should not be
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